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APPENDI X A

REVCOLVI NG FUND
| NTERNAL MANAGEMENT CONTROL REVI EW CHECKLI ST

FUNCTI ON. The function covered by this checklist (at each U. S
Arny Corps of Engineers* command where Revol vi ng Fund, 96X4902,
accounting functions are perforned) will be designated by the
cogni zant headquarters* staff functional principal. The
responsi bl e principal and mandatory schedul e for using the
checklist will be shown in the annually updated Managenent
Control Plan. The foll ow ng desi gned responsible principals are
assi gned:

ORGANI ZATI ON NAME:
ACTI ON OFFI CER

REVI EW OFFI CER

o o m >

DATE COVPLETED

PURPOSE. The purpose of this checklist is to assist operating
accountants in evaluating the key Revol ving Fund internal
managenent controls including cash managenent requirenents.

| NSTRUCTI ONS. One nust answer each test question ‘YES, NO OR
NA, * and provide supporting docunentation when prescribed
controls are found deficient. For these conditions (that is,
necessary managenent controls are not in place or not operative)
t he checklist ‘Remarks* bl ock nust refer to docunents defining
the problemtogether with details on corrective actions taken and
pl anned. This checklist must be used within 120 days of initial
publication and every two years thereafter
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EVENT CYCLE 1: Funds Control and Cash Managenent

Step 1: Maintain an adequate adm nistrative control of funds
system

Ri sk: I nappropriate use of Revolving Fund cash and/ or
facilities. Inappropriate use of Revol ving Fund cost accounts.
The USACE Revol vi ng Fund (96X4902) has been exenpted from
apportionnment control. Therefore, comm tnent and obligation
actions are not formally recorded (entered) in the accounting
system except for PRIP obligations which will be entered.
However, Revol ving Fund obligations are |egally binding
instrunments which the Governnent must honor upon satisfactory
conpl eti on.

Control Objective: Ensure that all accounting docunents citing

t he Revol ving Fund are properly accounted for and costs are
distributed pronptly and equitably to benefiting activities.

Even though fund certification in the Revolving Fund is not based
on specific funds available, it is necessary to confirmthat the
account cited is proper for the type of expense contenpl ated and
is within the current operating budget authority. Limtations on
Revol vi ng Fund cash and Pl ant Repl acenent and | nprovenent Program
authority al so apply.

Control Technique: Require that all Revol ving Fund
distributions, limtations, withdrawals, and citations on fiscal
docunents be nade in witing by persons with authorizations to do
so. Require that witten policies and procedures be instituted
to govern all accounting and reporting functions.

Test Question:

1. Is there a current, clear, and unbroken chain of witten
del egation of authority to certify funds?

Response: YES NO NA
Remar ks:
2. Is the responsibility for admnistrative control of funds

del egated to the Resource Managenent O ficer with authority to
redel egate to office chiefs who program and/ or execute authorized
projects or a portion of the |ocal operating budget?
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Response: YES NO NA

Renmar ks:

3. Are docunents submitted for certification of funds certified
individually (signature and date)? If not, has the F&A O fi cer

i ssued an annual letter of certification which covers al
docunents citing the Revol ving Fund?

Response: YES NO NA

Renmar ks:

4. \Wen an annual certification is used, are procedures for
processi ng individual docunments adequate to assure that previous
Comptrol l er General (CG decisions regarding propriety of funds
are consi dered?

Response: YES NO NA

Renmar ks:

5. Do procedures for recording transactions provide for use of
single source data entry and for uniform standards for
mai nt ai ni ng accounti ng records?

Response: YES NO NA

Renmar ks:
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6. Is a joint review of unliquidated obligations (ULGs)
conducted annual |y by accounting personnel and representatives of
the serviced activities?

Response: YES NO NA

Renmar ks:

Step 2: Maintain an adequate cash balance at all tines to neet
expenses.

Ri sk: Cash may not be available to neet expenses and/or an
antideficiency violation could result froma negative cash
bal ance.

Control Objective: Continual nonitoring of sources of incone and
cash requirenents.

Control Technique: Require continual clearing of billable costs,
aggressive foll owup of receivables, pronpt distributions of
costs to benefiting projects, review of all distributive rates
(1 ncludi ng plant charges: depreciation, increnent, and

i nsurance), and cash reconciliation perforned each COEM S F&A
updat e.

Test Question:

1. Are accounts receivable (A/R) reviewed and anal yzed nonthly
to ensure aggressive follow up action on uncollected accounts?
Response: YES NO NA

Remar ks:

2. \Wen charge-off is authorized, are uncollectible A/R charged
off to the activity or function for which the receivabl e was
est abl i shed?

Response: YES NO NA
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Remar ks:
3. Is anonthly report of all delinquent AAR submtted to the
commander / di rect or ?
Response: YES NO NA
Remar ks:
4. Do billing procedures ensure that unbilled costs are not
all owed to accunul ate?
Response: YES NO NA
Remar ks:
5. |Is RF cash reconciled and nonitored on an up-date to up-date
basis to relate proper cash bal ances to major projected
expenditures; i.e., PRI P, seasonal peaks, etc.?
Response: YES NO NA
Remar ks:

6. Are docunment files reconciled nmonthly with COEM S F&A open
items listings and the controlling general |edgers?

Response: YES NO NA

Renmar ks:
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7. Are procedures in effect to ensure that all RF distributive
rates (including plant charges: depreciation, increnent, and

i nsurance) are reviewed at | east no |l ess than required by ER 37-
2-107?

Response: YES NO NA

Renmar ks:

8. Are procedures in effect to ensure that all RF distributions
are reviewed to validate that projects (or other accounts) are
bei ng charged based solely on actual benefit received?

Response: YES NO NA

Renmar ks:

19-A-6



*

ER 37-2-10

Change 76

31 Dec 92
EVENT CYCLE 2: Plant Replacenent and | nprovenent Program (PRI P)

Ri sk: I nproper use of PRIP funds in acquiring plant, property,
and equi prent .

bj ective: Ensure that all funds are properly used and accounted
for in the acquisition of PRIP plant, property and equi pnent.

Control Technique: Require that all PRIP requirenents,

acqui sitions and expenditures be in accordance with established
poli ci es.

Test Question:

1. Are local procedures published to clearly docunent PRI P
policies?

Response: YES NO NA

Renmar ks:

2. Are all plant, property, and equi pnment purchased through PRI P
when they nmeet the capitalization criteria?

Response: YES NO NA

Remar ks:

3. Is plant, property and equi pnment purchased to serve only one
project acquired with that project*s funds and not with PRI P?
Response: YES NO NA

Remar ks:
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4. |s construction of areal/project offices exclusively for
multiple mlitary projects financed with either Mlitary
Construction, Arny (MCA) or Operation and Mii ntenance, Arny (OVA)
funds?

Response: YES NO NA

Renmar ks:

5. Are accounts established in F&A prior to initiation of
construction or procurenent for acquisition of |and, structures,
or equi pnent ?

Response: YES NO NA
Remar ks:
6. Are procedures adequate to ensure that acquisitions are

transferred to plant in service no later than the nonth foll ow ng
recei pt of the receiving or conpletion report?

Response: YES NO NA

Renmar ks:

7. Are transfers of Revolving Fund assets to ot her
appropriations or agencies wthout reinbursenent authorized by

HQUSACE?
Response: YES NO NA

Renmar ks:
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8. |Is book cost and accrued depreciation recorded at both the
| osing and gai ning command within the sane quarter; ideally
within the sanme accounting nonth, when property is transferred
under continui ng Revol ving Fund owner shi p?

Response: YES NO NA

Remar ks:

9. Are depreciation schedul es reviewed annually and are new
schedul es prepared at | east every 2 years?

Response: YES NO NA

Remar ks:

10. Is depreciation charged on all structures and equi pnent

owned by the Revol ving Fund except for those in process of
acquisition or disposal, or in nothball status? Are depreciation
charges entered in the accounts nonthly?

Response: YES NO NA

Renmar ks:

11. Are plant accounts properly classified in Goup and Non-
G oup operating accounts?

Response: YES NO NA

Renmar ks:
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12. Are usage rates for Non-Goup Plant prepared and submtted
on ENG Form 22 as outlined in ER 1125-2-3067

Response: YES NO NA

Remar ks:

13. Are rates for use of Goup Plant prepared and submtted on
ENG Form 2438 as outlined in ER 1125-2-3067

Response: YES NO NA

Remar ks:

14. Are sales, dismantlenents or condemmati ons processed through
Plant Retirenent Work in Progress (G.AC 308.00) and is the
transaction supported by a retirenment work order (ENG 3013) or

ot her appropriate docunent?

Response: YES NO NA
Remar ks:
15. Is Revolving Fund plant, property, or equipnent |ost or

damaged beyond econom cal repair taken out of service and charged
to insurance imedi ately after the | oss or damage is discovered?

Response: YES NO NA

Renmar ks:
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16. Is the borrow ng conmand charged with the cost of operation
when Plant is | oaned between USACE Commands; does the
predeterm ned rate for the use of each unit include costs of the
ki nds properly chargeable to the Revol ving Fund | nsurance
account ?

Response: YES NO NA
Remar ks:
17. Is nothballing of itens of plant anticipated and the usage

rates adjusted to provide a credit bal ance to cover estimated
not hbal | i ng costs?

Response: YES NO NA

Renmar ks:

18. Are depreciation, plant increnent and insurance charges
suspended during nothball status; upon reactivation, is useful
life reconputed and rates for depreciation, plant increnent and
i nsurance reestablished?

Response: YES NO NA

Renmar ks:

19. Are plant operating balances applicable to plant placed in
nmot hbal | status charged to a deferred account and, for debit

bal ances, absorbed on an equitable basis into the work of the
USACE command last utilizing the plant or, for credit bal ances,
used as an offset to the nothballing and denot hbal | i ng expenses?

Response: YES NO NA

Remar ks:
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EVENT CYCLE 3: Labor and Payroll Accounting

Risk: Untinely processing of payroll and inaccurate |abor
di stribution.

hjective: It is essential that the true financial position of
the RF be recorded and reported to higher authority. Ensure that
every effort is made to pronptly record | abor transactions and
obtai n rei nbursenent from using appropriations or projects.

Control Technique: Ensure that all effective |abor rates are
revi ewed and adjusted if necessary.

Test Question:

1. |Is labor cost conmputed at the effective tine rate?
Response: YES NO NA
Remar ks:

2. Are Governnment Contribution (VW7) and Leave Liability (VW93)
accounts reviewed at |east quarterly?

Response: YES NO NA

Renmar ks:

3. Are Governnment Contribution (VW7) and Leave Liability (VW93)
accounts reconciled with the Central Payroll O fice accrued
annual |eave report (V2 report) at |least tw ce per year?

Response: YES NO NA

Renmar ks:
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4. Are operating accounts*reviewed nonthly to identify |osses
and is corrective action taken?

Response: YES NO NA

Remar ks:

5. Is the leave liability reserve within plus or mnus 5% of the
actual leave liability as of the end of the | eave year?

Response: YES NO NA

Remar ks:

6. |s an enpl oyee*s accrued | eave transferred when the enpl oyee
is transferred to anot her Corps conmand serviced by a RF?
Response: YES NO NA

Remar ks:
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EVENT CYCLE 4: Function of Shop and Facility Accounts

Ri sk: Inaccurate distribution of operating expenses and i nconme
of shops, |aboratories, garages, ADP and other facilities.

(bj ective: Accurate maintenance of the accounts enables the
ready anal ysis of workload, efficiency of the operation, and
profit or loss connected with the particular facility by the
oper ati ng nmanagers.

Control Techni que: Follow prescribed procedures in ER 37-2-10
for anal yzing and reconciling accounting data.

Test Question:

1. Are budget/cost schedul es prepared for each shop and facility
account ?

Response: YES NO NA

Renmar ks:

2. Are the accounts anal yzed at |east quarterly?

Response: YES NO NA

Renmar ks:

3. Are predetermned rates used for distribution of |aboratory
operation (VW1)?

Response: YES NO NA

Renmar ks:

19-A-14



*

ER 37-2-10

Change 76
31 Dec 92
4. 1s work perfornmed in shop and facility services initiated by
wor k orders?
Response: YES NO NA
Remar ks:

5. Are ADP costs initially charged to VW0 and then sold to the
benefiting appropriation or activity account?

Response: YES NO NA

Renmar ks:

6. Are predeterm ned rates based on machi ne hours or conputer

resource units used to sell indirect ADP charges?
Response: YES NO NA
Remar ks:

7. |s Job-site Labor account (VWe8) credited with |abor of
proj ect enployees who work at mlitary or civil project sites not
under the supervision of an area office?

Response: YES NO NA

Renmar ks:
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EVENT CYCLE 5: GCeneral Adm nistration (G&A) and Depart nent al
Over head.

Ri sk: Reliance on inaccurate reports of resources devoted to
overhead functions may contribute to faulty managenent deci sions
and costs not matched for distributed within the proper
accounting peri od.

bj ective: Ensure effective recording and reporting of the
adm ni strative and Departnental Overhead functions of the
District.

Control Technique: Ensure the costs of perform ng these
functions are budgeted and are continuously controlled to the
full est extent practicable.

Test Question:

1. Are budgets submtted for the general overhead, departnenta
overhead, and area office accounts?

Response: YES NO NA

Renmar ks:

2. Are the general overhead, departnental overhead, and area
of fice accounts reviewed at |east quarterly?

Response: YES NO NA

Renmar ks:

3. Are distributive costs of shops and facilities included in
t he general overhead/ departnmental overhead base in conputing
rates?

Response: YES NO NA

Renmar ks:

19- A- 16



*

ER 37-2-10

Change 76
31 Dec 92
4. |s the one hour rule used to charge | abor to projects?
Response: YES NO NA
Remar ks:
5. |Is general overhead and departnental overhead expense

incurred and distributed during the sanme fiscal year insofar as
possi bl e?

Response: YES NO NA

Renmar ks:

6. At year end, are nom nal balances within plus or mnus five
percent (+/-5% of the G&A and departnental overhead nonthly
aver age?

Response: YES NO NA
Renmar ks:
7. |If an account falls outside the all owabl e bal ance at the m d-

year review, are reasons given and are actions identified to
ensure that the balance is corrected by the end of the fiscal
year ?

Response: YES NO NA

Renmar ks:
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8. If an account falls outside the all owabl e bal ance at year
end, are reasons given and are actions identified to ensure that
the bal ance is corrected by the end of the next fiscal year?

Response: YES NO NA

Renmar ks:
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EVENT CYCLE 6: Rei mbur sabl e Orders

Ri sk: There may be unaut horized or inproper use of RF on
rei mbursabl e work for others.

Control Objective: Assure that reinbursable work is properly
accounted for.

Control Techniques: Require that all reinbursable orders and
work be in conpliance with governing regul ati ons.

Test Question:

1. Is the appropriate Wirk in Progress account used to identify
the type of ordering activity; i.e., V812 for work chargeable to
ot her federal appropriations and agenci es?

Response: YES NO NA

Renmar ks:

2. Are reinbursable orders from other USACE Commands which cite
t he Revol ving Fund or G vil Wrks Appropriations as the funding
source processed within the Revol ving Fund nodul e?

Response: YES NO NA

Renmar ks:

3. Do Commands with mlitary accounting process orders citing
mlitary funds in the mlitary reinbursable account and not in
t he Revol vi ng Fund?

Response: YES NO NA

Renmar ks:
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4. Are reinbursable orders citing expiring appropriations
accepted in the anobunt which is estimated to be incurred for
performance of work prior to expiration?

Response: YES NO NA

Renmar ks:

5. Are advances received and deposited in the Treasury before
work is comrenced on work for agencies/organi zations outside the
Federal Governnent?

Response: YES NO NA

Renmar ks:
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EVENT CYCLE 7: Mlitary Construction Supervision and
Adm ni stration (S&A)

RI SK:  The Corps-wi de S&A rate may not be accunulated in the
Revol ving Fund and distributed to line itens or projects for all
mlitary construction projects.

Control Cbjective: Assure that S&A cost is accunul ated and
distributed to MIlitary projects.

Control Techniques: Require that S&A be accounted for in
conpliance with governing regul ations.

Test Question:

1. Does “Inconme” reported to HQUSACE nont hly, equal the product
of the applicable S&A rate tines the related “Wrk Placenent”?

Response: YES NO NA

Renmar ks:

2. Do sales recorded in the VW5 and VW6 accounts equal S&A
charged to mlitary projects?

Response: YES NO NA

Renmar ks:

3. Are prescribed procedures followed by “civil only” Conmands
requested to do mlitary work?

Response: YES NO NA

Renmar ks:
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4. 1s the nonthly transfer of S&A costs and incone to the Omha
district perfornmed as specified in ER 37-2-107

Response: YES NO NA

Remar ks:
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